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To Our Shareholders

Second Quarter Summary
{Unaudited) .

Six months ended June 30 Three months ended June 30
e e 2002 s ce o 20000 i 2002 . . -2000

L]
R
3

SO s

R i 1-(5000's, except per share amounts) - ... .. .
Financial! = 7 o

T U SN S SR ) F R S A

RN S R RS TS L T RSP CEIP 1 SO e RO S VLA ) “ai;0 R T TR T A R S R T
Oil and natural gas sales, net of royalties $455 $823 oo 33241 .. - .$308
Cash flow from continuing operations $125 $440 $107 5195
Cash flow: pershare= . ... T DR T TN G e e ey e o SUGT 6 .

Basnc and fully dlluted S ,$0 01 ~$005 X $0 01 o, 50 02

0. P byt R VR AR A A R ’ A
lncome from contmumg operauons . . $Z96 , L8130 ., %830 $161
< I A Y IO L TRy ST S A B SR A [T DA O ST e ’

‘Incornié per share ' ' A
Basic and fully diluted $0.05 $0.00 $0.05 ' $0.02

Average shares outstanding (000's) 15,769 8,056 15,769 8,059
Net capital expenditures $57 $959 e 7 84000 . 7L $739
Long term debt $3,000 $1,400 $3,000 $1,400
Total assets 54,739 $13:426 A 54'.739.: e sJ 3}426

“‘ ‘{,.* ‘A"— " :YE'IZY. 4 ‘.:/J".’ \..l Z M )_"‘ v‘i':«" 1; RIRN A4\-'—A T’l‘L,"w\:‘- . “»,' L ’,r [ o . i LI c [T

Operational Six manths ended June 30
{boe based on 6 mcf of natural gas equal to 1 barrel of oii) 2002 2001

Daily, PdeUCUO"\ P g Dt oL e T B R TR e L L e e b e
Natural gas (mcf/d) el ewaban o goreen Ul Oome o o798 g o 819
Oil and liquids (bbi/d)” 14 22
Barrel of oil equivalent (boe/d) , o 147 126

Average Pricess 7 U DO el Tt i ot n e LT e L
Natural gas ($/mcf) $2.98 $7.73

Oil and liquids ($/bbl) $33.68 $34.65
Per boe ($/boe) $19.37 $46.33

Operating costs ($/boe) $3.04 $5.87

Larry G. Moeiler
President

August 29, 2002




Quarterly Management's Discussion and Analysis

Operations Review

Financial Results

.Net revenues decreased to $455,0D_Q fouhejmmgmbs ended.]une 30, 2002 compared to $823,000 for the six

months ended Juné 30, 200T. The'deeteaséis primarily due to lower natural gas prices in the period ended 2002,

(RIS

Interest expense of $213,000 for the s:x months ended June 30, 2002 did not substantially change from $209,000 for
the same periodiin’ 2001 LR k2 irtasn e el wg s by
Vel e SGUBIRA0 F0TT IPCT e v T ..,-;
For the six months ended June 30, 2002, IE! recorded net income of $796,000 ($0 05 per share) fromi:continting '
opetations compared to a net mcomeqof $13,000 (8600 per share) for the same bénod &t Ve%r e net income
flgures include a gain on the sale of marketable secyrjties of $833,000 for the six months ended June 30, 2002. In

2001, losses of $3§1 000 on secunt§/ transactions. and losses in the former affiliates of the Company are mcluded |n

netincome. . ., 30.07 20,02 otedin i s Susd
‘ 3300 9en 3 237,50 g p e DrglEie ey
Laquldlty & Cap:tal Resources pEes RE spunthees -
Yo ne a4 G, E e
VR ETE ST 8 e

Cash Flow from Operations
Cash flow from operatlons for the six months ending June 30,2002 decreased to $125,000 from $440,000 in the

prior period.
o o,

Working Capital G T Tk P I (U LT+ I TN AL TR A

o

At June 30, 2002, IEl had a working capital deficiency of $544,000. This has improved when_compa'r'e_d“'to"thﬂe
working capital "d(e’ficiency of $1,453,000 at June 30, 2001 due to proceeds on the sale of,v‘rﬁ’;_ajrké;ablé Securities.

Property Expend;fures and Other Investment Activities
Property deveiopment expenditures totaled $57,000 for the six months ended June 30, 2002 compared to. $959 000

at June 30, 2001: o

)




IEI ENERGY INC.
o (formeriy Imperial Meta/s Corporat:on) .
7~ CONSOLIDATED BALANCE SHEETS

. o as at as at
nmvonemts @ e eomin e more amn b s+ i jume'30, P, Decémber 31’ e s
2002 2001

orogn  ASSETS - oo

Current assets SR
Cash: PR con $ 34,410 5 3 666
Marketable securities (Market value $4, 471 243 e S
AL Decémber 31, 2001 - $3, 808 617) R 2,941,656 '3505306
IR _.._._._Accouniuecewablem B RS, | 1. 'Y,  ASUUNISSUL, 1. 1.3 1 & SUS L.
R ...;-,__.,..m___.-,...-.q.;, B Y LY. T i 1 864 GG v e e

e ~Property, plant and -equipment; net—"'* e e 1,484,904~ - ""'1,590,06’5” -

.- Net assets of discontinued operations {(Notes 1 and 2) - L e
o v . - $ 4,739,457 . 5- %= 25,394,364

L . R T e
LIABILITIES S O T S LS T AU

Current Ilabllmes Lo e
Accounts payable and accrued charges  © ' § 179,611 $ 303,059
Marketable securities loan 3,619,091 4,947,349
oo e s im0 et e et 2 et R om0 4o s e —em e e o e ~3,798;702 5\2507408 e e e

T Al ice Pl e el ]

L : - e
Long term debt (Note 3) 3,000,000 1 400 000

T Siie Festoration and abandoRment T T T T T 72060600 205 667 T 7T
RO Lo SRR T RO : L et

Net liabilities of discontinued operatnons before N ) o
implementation of the Plan T RS - 6,477,186 =~
7,004,762 - 13,333,261

i
i
!
i
i
\
i
i
|
i
.
L3
|

» (CAPIT—AL—6EFIClENCY)-‘SHAREHOLDERSL'EQU1TY-

;V""""""""-*‘Sﬁ:waré' capiiéi*(Note"d)"*(""*'“"-'M e et s e i o e o 27185199 17736 4’,81);4 A

o - 2 ) - T T
Share purchase warrants (Note 4) : i o 303,177 - e 303,177 '
’ Equity component of convertlble e debenture Tﬁote 4y :::“T_M e e 2, 188 029 o .

Deficit "~ (. " "t . R (29,753,681) (27,794, 907)
ot e BN (2,265,305 :.1;..- - --. (7,938,897): ~

Voo oo oo $ 0 4,739,457 % 0 5394364

CONTINUING OPERATIONS (Note 1)

(UNAUDITED - PREPARED BY MANAGEMENT)




IEIENERGYINC;
(formerly, Imperial Metals. Carporation)
CONSOLIDATED STATEMENT%OF lNCQME AND DEFICIT

Three months ended June 30

£ wt

Six months ended june 30

2002 2001 2002 2001
ot
REVENUES % o — :
Oil and natural gas, net of royalties $ 240,612 $ 307,758 $ 455,372 822,919
EXPENSES RIEN L
Operatings - . : I IR 2 7,056 6,072 80,685+ 133,528
Depletion and depreuat:on 86,000 - - .. 35,,1,00 - 362 500, - 69,600
General and admmlstratlve . 21,601 .7.24,988 - 36,601 jf 46,128
Interest .. ... T 104,737 111,995 . .. 212637 209,418
e T 249,394 787155 —- 492,323 ~m 458,674
OPERATING INCOME (LOSS) 21,218 129,603 . (37,057) 364,245
OTHER ITEMS - _ _ . ‘
Equity loss in affiliates Dk T PR el R s T (77,449)
Loss on dilution of interest in affiliates." 5 i ’ - - - (279,581)
Gain on sale of marketable securities 808,601 52,529 833,458 77,310
Writedown of marketable securities - {21,500) chivilne . (71,546)
808,601 31,029 833,458 (351,266)
INCOME BEFORE TAXES - 829819 160632 . .7 96'407” 12,979
ol ~* { el it e
Taxes Cmvreims ot — - e s e i e o -
Net income before dlscontmued operatlons ’ 829,819 160,632 796 407 o 12,979
Net (loss) from discontinued operations (15,869) (3,062,517) (212,105) (4,536,018)
) RO ERRLIAN T Sotgean Wy MOGVLL 5
NET INCOME (LOSS) 813,950 (2,901,885) 584,302 (4,523,039)
P T AT 7 S ST P LT BN AT
Deficit, beginning,ofpe;‘iod (30 567 631) (10 001,488) - (27 794 907) ;.. (8,380,334)
Distribution of shares of wbs:d—xary to shareho%ders - - U e e
(Note1) e .. (2,543,076), . -
Deficit, end of period $(29,753,681) ${12,903,373) $ (29 753 681) $ (12,903,373)
Income per share from continuing operations* $ 0.05 $ 0.02 $ 0.05 $ 0.00
Loss per share from discontinued operations* $ (0.00) § {0.38) -+ 7§ LIV 0QY) g (0.56)
Income (loss) per share* $ 0.05 $ (0.36) $ 0.04 $ (0.56)
S IAN R e Y RN Nl Lt g
Supplemental Disclosure of Outstandlng Shares
oenT T SR June 30, 2002 August 29, 2002 e
Common and fullx_d:luted” shares outstandmg . _.15,769,172 ... ...15769410 . ...
* adjusted for implementation of the Plan7and 1 Tor 10 cansolidation in April 2002 .
CoADl R ’

(UNAUDITED - PREPARED.BY MANAGEMENT) ..




1EI ENERGY INC

(formerjy Irg:penal Metals Co:porat:on) s e

oo

’ C.:OT-NS‘OUDATED STATEMENTS OF CASH'FLOWS o

L

Three months ended June 30 Six months ended June 30
2002 2001 2002 2001
OPERATING ACTIVITIES o o o e o e e ot et = e+ © 2t e e -
Net income from continuing operations $ 829,819 $ 160,632 $ 796,407 $ 12,979
Items not affecting cash flows: DA A U TN IS A R ST U S TR O IJRCT v o
Depletion and depreciation 86 000 35,100 162,500 69,600
. '(‘Sa\nvon sale of marketable securmes - L« (808,601), % ONCRN (833,458) . . -
Efqunty loss in afﬂlla(es L A . : R T r A VOTUE U DR 77449
29 ks on dllutlon of mterest in afflllates ‘ oL e T T e "279,581
E TR N 107,218~ ~185,732 | 125449 439,609
Net change-in nen-cash ‘oper atmg baldfces- -7 - - (2,339,182)° - 746,878 D ~(2.168,429) 14,210
Cash prowded by (used in) operatmg actlvmes (2,131,964) 942,610 (2,042,980) 453,819
T L e e 0 T T I R A T
FINANCING ACTIVITIES < bl WL TE e R
{Repayment) of long term debt - {250,000) -2 .r {250,000)
Cash provided by (used in) financing activities - (250,000) - {250,000)
e T N g suEaes T e Iy el -0 J»-z:}: T 3t \ ’
INVESTMENTACTIVITIES s L em i s e ey e e .
Acqmsmon and deve'opment of propemes ', . '“." _ (40 342) o (738 780) . .156,947) (958,584)
Pioceeds of sale (gurchiase) of investrients Y 337 157 C1,397,108 (514,490)
Cash*(used’in) investmient activities '41,296,795 ° (738 780)_ 1,340,161 (1,473,074)
(Decrease) in cash from contmumg operatvons (83_5,1 69) {46,170) (702 819) (1,269,255)
O A VRS | ’ Thty S ,'? o - KRR TN P !” e '3,' PRI '- : b i I )
Cash:{used in) provnded by,d;scontmued operatlons Tt e (15’8693‘ ot 46170 #1700 (2112 105)* " Y 1,269,255
CLEL e LT S L L T T RSS! e B
(Decrease) in cash (851,038) - (914 924) -
Cash, beginning.of period _ - - 88'5 448: L - . 3666. -
PR UL e el oo - 1 B .- s . . ¢
N pl el e staae .3 v Y / “ry P AT RS o
Cash, acquired under the Plan-™ "~ : - - 945,668 -
Cash, end of period $ 34,410 $ - $ 34,410 $ -
SUPPLEMENTAL INFORMATION
interest expense paid $ 114,067 $ 34,884 $ 187,979 $ 69,405

SUPPLEMENTAL INFORMATION ON NON-CASH FINANCING AND INVESTING ACTIVITIES

Pursuant to the Plan the Company sold its mining business to a subsidiary receiving as consideration common shares of the subsidiary (Notes

1 and 5) with a book value of $2,543,076.

Also under the Plan the Company assumed $3,000,000 of long term debt from the metals business (Notes 1 and 3).

Lt
\ .

(UNAUDITED - PREPARED BY MANAGEMENT)




[El ENERCY INC. .
(formerly Imbenal Metals Corporation)
NOTES TO IHE CONSOLIDATED FINANCIAL STATEMENTS
For 'the Six Months Ended Jure 30, 5002 "

b Cebnre e

L e

1‘. BASIS OF PRESENTATION AND CONTINUING OPERATIONS

in Apnl 2002, IEi Energy Inc. (“Energy”), formerly ImperlaI Metals Corporatto‘n' (”Imperral Y. was reorganlzed
under a Plan of Arrangement (the “Plan”) pursuant to the Company Act of British. Columbla and the Compannes
= Credrtorsﬁrrangemer{ -Act:~Fhe-Plan- ‘was-approved- by*fhe*cred'ltorsand ~strarehoiders of hﬂ‘p'erra‘l' on-March™
2002 and by the Supreme Court of Brmsh Columb;a on Mareh 8, 2002, and rmplemented in Apnl 2002

FRTI . P e

”Under ‘tHe Plan "the conveFf‘BTe déb'entures "and a portion of T ~I1e70ng term debt were exchanged for common
shares and unsecured creditors received cash of $1,000,000 with the balance due to the unsecureo‘ credrtors pard

in common shares (Note 3), "o —_

v s .
;~ [ L. X

Under the Plan |mpena| divided its operatlons into two distinct busmesses one focused on orI and natural gas -
and the other focused on mining. All of Imperial’s existing oil and natural 8as. and mvestment assets were ’
fetained in Imperlaﬂ which was renamied TE! Energy’ Inc( All of Imperial’s mlnmg ‘assets rncludlng the name
»“'mperlal MetaIs-Cerperae ort-were: tfansferfed-to a rrew-tomparry that has nowbeen"renamed Impenal Metals
-Corporation{“New-tmperiat4iiNote 2} — e
- S ALY S0 A FRCAE T Y e
The contmuahon of the Company is dependent on its ablllty to generate posmve cash flow from rts orl and gas
operations and other ‘investments, obtain additional financing from shareholders:-or third: parties:to_meet

‘obligations as they come due and ultimately to ach:eve profltable operations.

gLl

The consolidated fmanoal statements do not reflect adJustments that would be necessary if the going concern
basis was not appropriate. If the going concern basis was not appropriate for these consolidated financial
statements, then srgmflcant adjustments would be necessary in the carrying value of assets and llabllmes the
reported revenues and expenses; and the batance-sheet-classificationsused:—--- S -

Lo p
> 4

R T N EC P

e | o RS o A T TR ST B T R e Ao LS e

(UNAUDITED —PREPARED BY MANAGEMENT)




IEI ENERGY INC.
(formerly Imperial Metals Corporation)
NOTES TO,THE CONSOLIDATED FINANCIAE STATEMENTS:
For the Six-Months Ended June.30,:2002
2. DISCONTINUED.OPERATIONS o= 1o o - 1 o w5 2 e i - sl

The disposition of the mining business to New Imperial was recorded in the accounts of Energy as of January 1,

2002 as this date provides-the most meaningful presentation for both businesses as the reorganization occurred
with- entmes under common- control

The assets and liabilities of the mmmg business sold to New Imperial effective January 1, 2002 in exchange for;
15, 769 172 common shares of NeWw Imperial are as follows:

Workmg Capltal e e

Gash -~ R $1,433,784

“Accounts Receivable 6,615,777

Inventory 4,848,071,

Accounts payable and accrued liabilities v dim g e e o, 0(6,363,341)

Current portaon of I|m|ted recourse long term debt e e, - 431,507,7.76) -

e ' (24,973,485)

Mineral properties ' TR 69 085,490
Fufure site. reclamatton deposuts.-._ e e 7,665,075
Other assets " 5,584,504
Lirhited Recourse Long Term Debt and Accrued Interest Co AL T e 146,036,627y
Future ‘Site Reclamation Costs = (8,781,881)
NET ASSETS OF DISCONTINUED OPERATIONS 2o 1$2,943,076° .
Conisideration receivedon 'sale of the Mining Business to New Imperial:

15,769, 172 common shares of New lmperlal at carrying value of net assets sold $2,543,076

The mining assets and liabilities sold were transferred at the Company’s book values at January 1, 2002 before
ad;ustments to conform to the accounting policies of New Imperial. These adjustments are. for the new"v
accountmg standard .for recordJng_forengn«exchange gains and losses on translation or settlement of Iong term
monetary items and the new-accounting standard for revenue recognition to record mineral sales revenues when :
concentrate is shipped from port and the Company no longer bears risk of passage. These adjustments; ‘which
are not incorporated above or in thé financial information of the discontinued- operations of'Energy, will result on-
the financial statements of New Imperial in an increase in the opening values of inventory and a decrease in
accounts receivable, deferred foreign exchange, accounts payable and accrued liabilities of $2,060,138,
$2,541,316, $4,172,805 and $232,853 respectively, and a charge to deficit of $4,421,131 as at January 1, 2002.

(UNAUDITED —PREPARED BY MANAGEMENT)




IEI'ENERGY INC.
(formerly Imperial Metals Corporation)
NOTES'TO THE CONSOLIDATED FINANCIAL STATEMENTS
Forthe Six Months Erided june 30,2002

A summary of the Balance Sheet and Statements of Loss and Cash Flows of distortinued: opdratibng are- as®
follows: . o
. . S TR DY TH T S S P A TR P A I RS VTNt R A PR
BALANCE SHEET .. -7 -7 2n enie vtpn 0 0l 7Y 0 LG e Cne e W he 30 Proecte v -J’Uhe 30

R R -, Ik

CarrentAssets =+ T T g T 526,393863,

Mineral Properties S . 84 325,519

Other - 11,735,623
A $ - $122,455,005:

LIABILIFIES *

Accounts payable and accrued liabilities

Current portloo of .other long term debt

Lo
Ty

$27 108,815
29,302,105
- 56,410,920
Long Term Debt and Accrued Interest - L4y 20,184,649
Other . et - 9,602,784
o - 116,198,353,
NET ASSETSOF DISCONTINUED OPERATIONS Gemrei by iy A el ree ann e 6,256,652,
' : 2w 2o '$122,455,005.

STATEMENT OF LOSS__ R e
| 2002 2001

REVENUES. .~ A MR REE S ST SRR "$65,131,680

OPERATING LOSS _’""j o : LT e T a400,867
Other expense (lncome) e s e 312,05 . (217,352)

LOSS BEFORETAXES, . .. .. .. . .. e 1 mrae oe 212,005 4,273,515
Income taxes ... . .. ' sir R T T .. 262,503 .

NET LOSS FROM DISCONTINUED OPERATIONS R vl e $212,105 00 006$4,536,018 ¢
“ : B S e O T R

- N FEE i . . TR URE ey

(UNAUDITED = PREPARED BY- MANAGEMENT) -




IEI ENERGY INC:
(formerly Imperial Metals Corporatlon)
NOTES TO'THE CONSOLIDATED FINANCIAL STATEMENTS
For'the Six Mdrths Endéd june® 30 3007

STATEMENT OF CASH FLOWS e

June30
.2002 .

‘_kJune 30
2001

OPERATING ACTIVITIES ~ ~" 7
Net (loss) from discontinued opera‘uons L
ltems not affectmg cash flows

i oo $212,105)..

. 5(4,536,018)
10,152,445

e e (212, 108) 5,616,427
Net change in non-cash operating balances - 3,619,175 -
Cash (used in)’ prov&ded by operatlng actlvmes L (212,105) © 4G 036 B0
o T Lot L v Tl
FFNANCING ACTIVITIES S E - (1,656,501)
INVESTMENT ACTIVITIES _ .. UL S — - (6,309,846) ‘
(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS ‘ : L
FROM DISCONTINUED OPERATIONS $(212,105) © $1,269,255
SUPPLEMENTAL‘!NFORMATION" i e i e
~{rterest expensepaid’ T s $ - $916,947
Taxes paid Ry by a1 $396,565.
3. LONGTERM DEBT . - . Lop v o 70 o e g Y b g o 00 Loh e
‘ SRR Y S L S A IS M TSP A " P

(a  Credit Facility

e

Credit facility of $3,000,000 (2001 - $Nil) from a company controlled ~by a shéfeholder, Eepayéble o‘n‘J'une 30,
2003 with interest of 10% per annum secured-by a fixed and floating charge on all of the Company’s, assets. -

mcrudmg El ple'dge of the"Company's interestin 260 T SOUtIGRS iné:

55, noL . .'L,. v

(b) Advances Payable . “Huv.,.-:

Advances of $N|| 2001

‘51 400,000).from a:company controlled by a shareholder, repayable, on, June 30 2003

with nnterest at 10% per annum. This debt was settled for 14 million pre—consolndatlon common: shares of the

Company under the terms of the Plan.(Notes 1 and4).

T e

(UNAUDITED < PREPARED' BY MANAGEMENT) ™




{EL ENERGY INC.
(formerly Imperial Metals Corporation)
NOTES TO. THE CONSOLIDATED FINANCIAL STATEMENTS
For:theSix Months Ended June 30,.2002:
4. SHARE CAPITAL

Share Capital (after compleuon of the Plan) P RS STIE PESTIE T S SWE
Authorized
Inlimited number of. F4rst-Prefer-red-ahares issuable in series with rights and restrictions to be determmed
_by the directors.
‘Unlifmited iumber of Second “Preferred shares issuable in series with rights and” resthctlons to be determlned by
_thedirectors, - e R
Un.tmlted number of commmon shares with no par value.

e AR T el B ST T
Issuedand Tully Paid” T LT T 2002 ; Sonegn g hen2Q01 0 sl o L0
Number of lssue Pnce or  Number of Issue Price
Sans e Shares Attributed = Shares " ~orAttributed -
oo Ty . Value porte Ty T Values
Commonrshares™ - === ===~ me T e R Y, T
Balance, beginning of penod e ) TS PR P TTES $‘,;.’ -
Transferred Under.the.Plan frofn5ldhmre womm o "
common shares 15,769,172 27,185,199 - -
Balance, end of period : 15,769,172  $27,185,199 7'« oo ge eat
RERT . TR TN Rt a

Share Capital (prior to completion of the Plan)

Authorized S

1,000,000 Class A non-voting 6% cumulative preferred shares with a par value of $5 eachi™ = =«

1,000,000 Class B non-voting cumulative preferred shares with a par value of $10 each, convertlble and
redeemable at par. o

500 OOO OOO Common shares with no par value

el . o ST VTR o Lomont (LD L T 00 L N
Issued: and Fully Paid Coa L " L0 e T R To o) B
AT Tlestie Price ory ' 7Y 0 issue Price
Number of Attributed  Number of  or Attributed
Shares Value Sharés” ~ © "Value -

Common shares ‘ o ( ‘
Balance, beginring of period " -* 7 - " "'-80,793,609' 7 $17,364,804 80,536,385 $17,320,462

[ssued undetthé Plan: - P FE R
For settlement of trade creditors 15,653,143 3521957 © 0 0 L T e
For settlement of long term debt 14,000,000 1,400,000 - -
For settlement of convertible debenture,

including accrued interest 47,242,488 4,898,438 - -

For rounding under the Plan 241 - - -

Consolidation 1 for 10 under the Plan (141,920,309) - - -

Transfer effected under the Plan to new
common shares (15,769,172) (27,185,199) - -

Balance, end of period -9 - 80,536,385 $17,320,462

(UNAUDITED - PREPARED BY MANAGEMENT)




IEI ENERGY INC.
(formerly Imperial Metals Corporation)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the Six Months Ended june 30, 2002

Equity Component of Convertible Debentures

v 2002 2001
Balance, beginning of period $2,188,029 $ -
Transferred to share capital on issuance of shares to settle debentures (Note 1) (2,188,029) -
Balance, end of period $ - $ .

Options

As part of the Plan, all options were cancelled and new options were authorized to directors, officers and
employees to purchase up to 1,500,000 past consolidation shares of the Company. As of August 20, 2002 none
of these options have been granted and the terms thereof have not been specified.

Effective January 1, 2002 the Company adopted the recommendations of the Canadian Institute of Chartered
Accountants for stock based compensation and other stock based payments. The new recommendations require
that stock based payments to non employees be accounted for using a fair value based method of accounting.
No stock based awards are made available to non employees. The recommendations encourage, but do not
require, the use of a fair value based method to account for stock based compensation to employees. The
Company has elected to not use the fair value based method to account for stock based compensation to
employees, however it will disclose the proforma effect of the stock based compensation on its financial results.
No options were outstanding at June 30, 2002. '

Share Purchase Warrants 2002 2001

Issue Price or Issue Price or

Number of Attributed  Number of Attributed

Shares Value Shares- Value

Balance, beginning of period 2,000,000 $303,177 2,000,000 $303,177
Adjustment for consolidation of common :

shares under the Plan (1,800,000) - - -

Balance, end of period 200,000 - - $303,177 2,000,000 $303,177

At June 30, 2002, 200,000 (2,000,000 pre-consolidation) common share purchase warrants were outstanding to
the Mount Polley lender. These share purchase warrants were issued as compensation for rescheduling and
extending the repayment terms on the Mount Polley Construction Loan during the year ended December 31,
1999. Each share purchase warrant is exercisable at a price of $10.00 per share ($1.00 pre-consolidation) until
December 31, 2001 and at a price of $12.50 ($1.25 pre-consolidation) after December 31, 2001 up to
December 31, 2002.

{(UNAUDITED — PREPARED BY MANAGEMENT)




